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A p r i l 8, 2008 

J e n n i f e r J . Johnson, Secre tary 
Board of Governors of the Federal Reserve System 
20th S t ree t and C o n s t i t u t i o n Avenue, Northwest 
Washington, D C 2 0 5 5 1 

Re: "Docket No. R-1305" 
Proposed Rule Amending Regu la t ion Z 

Dear Ms. Johnson, 

Please submit the f o l l o w i n g comments i n t o the record regard ing 
docket no. R-1305, "Proposed Rule Amending Regu la t ion Z" . 

I am a l i censed Correspondent Mortgage Lender i n Pensacola, 
F l o r i d a . A l though the s t a t e of F l o r i d a considers my business a 
"Lender" , my bus iness, however, f u n c t i o n s as a Mortgage Broker . 
L ike most Lenders and Brokers, I p rov ide r e t a i l l oan o r i g i n a t i o n 
se rv i ces t o the p u b l i c . I o b t a i n the loan products and programs 
from wholesale l end ing channels and o f f e r them t o consumers a t a 
r e t a i l p r i c e . This business model i s n ' t unique t o the mortgage 
lend ing i n d u s t r y ; i t ' s e s s e n t i a l l y the same model t h a t ' s been the 
founda t ion of f r e e e n t e r p r i s e s ince the b i r t h of our g rea t 
coun t ry . 

I am one of th ree p r i n c i p a l owners of a smal l business t h a t ' s 
been i n ope ra t i on s ince 1979. L ike most smal l business owners, 
my customers choose me because of the personal se rv i ce I p rov ide 
a long w i t h s t r a i g h t f o r w a r d answers t o complex ques t ions . My 
customers are the same people t h a t l i v e and work i n the community 
where I l i v e and the success of my mortgage p r a c t i c e i s 
a t t r i b u t e d t o the q u a l i t y of se rv i ce t h a t I p r o v i d e , which has 
earned me repeat and r e f e r r a l bus iness. The same cannot be sa id 
f o r o ther r e t a i l mortgage p r o v i d e r s , namely those who seek t o 
commoditize the mortgage i n d u s t r y and measure the va lue of any 
p r a c t i t i o n e r t o whomever can o f f e r the lowest p r i c e . 

The purpose of my l e t t e r i s t o express the concerns I have over 
the Fed's "Proposed Rule" and how i t may impact the f u t u r e of 
r e s i d e n t i a l mortgage l end ing - p a r t i c u l a r l y the consumer's 
a b i l i t y t o access c r e d i t t o buy a home. 



I complete ly support the consumer p r o t e c t i o n s w i t h respect to 
a d v e r t i s i n g , u n f a i r and decept ive p r a c t i c e s . On numerous 
occasions, I ' ve had former customers contact my o f f i c e about a 
d i r e c t ma i l o f f e r they rece ived t h a t named my bus iness, but was 
not sent by me. Consumers rece ive t h i s type of o f f e r d a i l y and 
they i n a c c u r a t e l y be l i eve the sender was the same company they 
c u r r e n t l y had a mortgage w i t h , when t h a t ' s not the case. As long 
as marketers have access t o p u b l i c record data t h a t i d e n t i f i e s 
the Lender by name, they w i l l use t h i s i n f o r m a t i o n t o " t r i c k " 
consumers i n t o t h i n k i n g a d i r e c t ma i l o f f e r i s from t h e i r cu r ren t 
Lender, and t h e r e f o r e , i t should be acted upon. Marketers should 
be p r o h i b i t e d from doing t h i s unless the o f f e r c l e a r l y s ta tes 
t h a t i t ' s NOT from t h e i r cu r ren t Lender. 

Conversely, I r e s p e c t f u l l y oppose the proposal t h a t s ing les out 
Mortgage Brokers w i t h a "Broker on l y " d i sc l osu re and r e s t r i c t i o n s 
on compensation. During the loan a p p l i c a t i o n process, the 
consumer does not d i s t i n g u i s h between Brokers and d i r e c t Lenders. 
I t ' s been my observa t ion over almost t h i r t y years of exper ience, 
t h a t consumers mis taken ly be l i eve t h a t a l l mortgages are made by 
banks and t h a t the money used to fund t h e i r mortgage comes from 
the depos i to ry assets of the lend ing bank. 

The e v o l u t i o n of lend ing p r a c t i c e s combined w i t h technology have 
brought the i n d u s t r y to a s ta te where v i r t u a l l y a l l r e t a i l 
mortgage p r o v i d e r s , are per forming the same tasks and are 
compensated i n the same f a s h i o n . The d e f i n i n g ro les of the 
var ious r e t a i l l end ing channels have become b l u r r e d i n recent 
years as more and more d i r e c t lenders have themselves assumed the 
p o s i t i o n of a f i n a n c i a l i n te rmed ia ry by packaging and r e s e l l i n g 
the loans they o r i g i n a t e . I t ' s become i n c r e a s i n g l y more 
d i f f i c u l t t o accu ra te l y i d e n t i f y the ac tua l "owner" of the 
mortgage as compared to the " o r i g i n a t o r " and the " s e r v i c e r " of 
the l o a n . 

I t does not f a c i l i t a t e a hea l t hy , compet i t i ve environment f o r 
r e t a i l mortgage p rov ide rs t o be l i censed and regu la ted 
d i f f e r e n t l y , s o l e l y on the bas is of t h e i r corporate i d e n t i t y . I n 
f a c t , pol icymakers and regu la to r s have p u b l i c l y s ta ted t h a t the 
Mortgage Brokerage i n d u s t r y i s l a r g e l y " u n - r e g u l a t e d " , which 
c o n t r a d i c t s the t r u t h . Mortgage Brokers are h i g h l y regu la ted and 
almost every s ta te has enacted laws t h a t l i cense and regu la te 
Mortgage Brokers , requ i re con t i nu ing educat ion and r o u t i n e 
examinat ion of borrower f i l e s . 

Any proposal t h a t creates standards f o r p r a c t i c e s , i n c l u d i n g 
s p e c i f i c statements and forms of d i s c l o s u r e , MUST apply t o ALL 
r e t a i l loan o r i g i n a t o r s not j u s t Mortgage Brokers . A common 
misconcept ion he ld by pol icymakers and regu la to r s i s t h a t 
Mortgage Brokers are the on ly group r e c e i v i n g compensation from 
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the Lender. This Lender payment to the Broker i s commonly 
r e f e r r e d to as " y i e l d spread premium" and i s not e x c l u s i v e l y 
r e l a t e d to Brokered loans . D i rec t Lenders who o r i g i n a t e 
mortgages and s e l l them i n the secondary market a lso rece ive t h i s 
form of compensation, but r e f e r t o i t as a " se r v i ce re lease 
premium" (S R P) . Regardless of the name g iven , the Y S P/S R P 
represents a use fu l component i n the mortgage lend ing process, 
whereby the consumer i s g iven a cho ice . The consumer can pay a 
s l i g h t l y h igher i n t e r e s t r a t e by NOT having t o pay as much i n up-
f r o n t se t t lement charges. Opponents of the Y S P/S R P debate argue 
t h a t the Y S P/S R P i s some s o r t of " e x t r a " cost to the consumer, 
which i t i s no t . The YSP/SRP e f f e c t i v e l y reduces the amount of 
money a homebuyer would otherwise need to complete the purchase 
of a home. In recent years , many homebuyers have opted f o r a 
l oan , whereby there are none of the t r a d i t i o n a l loan d iscount or 
o r i g i n a t i o n fees , and i n a d d i t i o n have a p o r t i o n of t h e i r 
remaining c l o s i n g costs pa id by t h e i r Lender or Broker from the 
Y S P/S R P. 

The Fed's proposal seeks t o s i ng le out Mortgage Brokers by 
r e q u i r i n g the consumer to enter i n t o an agreement, before s i gn ing 
an a p p l i c a t i o n f o r a mortgage l oan , t h a t s p e c i f i e s the amount and 
terms of any fees the Broker i s t o r ece i ve , yet doesn ' t r equ i re 
the same of o ther r e t a i l mortgage o r i g i n a t o r s . I t i s imposs ib le 
f o r any serv ice p rov ide r t o enter i n t o such an agreement and t o 
e s t a b l i s h a l e v e l of compensation w i thou t having a s u f f i c i e n t 
understanding of the t ime and e f f o r t i nvo lved i n complet ing the 
t r a n s a c t i o n f o r the Borrower. Furthermore, w i thou t knowing the 
Borrower 's f i n a n c i a l s t a t u s , d e t a i l s of the t r a n s a c t i o n and 
e l i g i b i l i t y f o r s p e c i f i c programs, i t ' s imposs ib le t o know the 
o v e r a l l f e a s i b i l i t y of the l oan . Never the less, the same 
chal lenges i n determin ing whether or not a p a r t i c u l a r Borrower 
can ob ta i n a mortgage loan are faced by ALL r e t a i l mortgage 
p r o v i d e r s , not j u s t Brokers . For a l l these reasons, the 
standards should be the same fo r a l l mortgage channels and not 
unique t o j u s t one - namely the Mortgage Broker 

In conc lus ion , I very much favor a n a t i o n a l mortgage re form 
e f f o r t t h a t w i l l p rov ide the consumer w i t h a range of loan 
op t ions t o choose f rom, a d i sc l osu re scheme t h a t ' s simple and 
presents costs f a i r l y and a c c u r a t e l y . Most i m p o r t a n t l y , however, 
I must i n s i s t t h a t the proposed Rule e s t a b l i s h a standard of 
p r a c t i c e t h a t app l ies to ALL r e t a i l mortgage o r i g i n a t o r s , 
regard less of whether i t ' s an independent Mortgage Broker, or the 
employee of the l a r g e s t bank i n the coun t ry . Please consider 
a l t e r n a t i v e s t o the proposal which not only p r o t e c t the consumer, 
but e s t a b l i s h a un i fo rm standard of business p r a c t i c e , app l i cab l e 
t o ALL o r i g i n a t o r s , t h a t encourages compet i t i on on both p r i c e and 
s e r v i c e . 
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My s ince res t thanks to the Board of Governors f o r the o p p o r t u n i t y 
to submit my comments and suggest ions. 

S ince re l y , 

Tara Mortgage Corporation 

signed J . Mike Gi lmore, 
C e r t i f i e d Mortgage Consul tant 
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